From 1990 to 2013, US portfolio flows to foreign stocks and bonds nearly quadrupled. Across 44 countries, I show that non-US firms with stock returns that are more sensitive to these cross-border flows are more likely to sell stocks and bonds, but display lower investment and employment growth rates. Using large natural disasters and industrial accidents to identify bad shocks across countries, I document that after disasters occur, firms that are more sensitive to US flows are less likely to tap capital markets and tend to cut their real behaviors at higher rates. Additionally, during natural disaster years, firms with higher sensitivity to US flows have significantly lower stock performance during the months in which US portfolio investors exit their country's capital market, and not vice versa, as would be expected if capital flight could potentially spill over to the real economy.
1
Residents of the United States supplied an average of USD 5.29 trillion in foreign portfolio investment to the world from 2000 to 2013, making them the "largest" group of foreign portfolio investors in the world.
1 Firms need capital to grow, and since people tend to hold local stocks and bonds (Lewis, 2011) , these portfolio flows can increase firms' capital supply, enable better risk-sharing across investor bases (Obstfeld, 1994) , and bring tighter monitoring to firms' insiders (i.e., large shareholders or managers, see, Stulz, 2005) , all of which can lead to real growth in the recipient economies; however, one concern commonly raised by managers and policy-makers is that when non-local investors take their money elsewhere, their capital flight can spill over to the real economy (Obstfeld and Taylor, 2017) .
2
In this paper, I show that non-US firms with stock returns that are more sensitive to US investors' portfolio flows to their local economy are more likely to sell stocks and bonds, but display lower investment and employment growth rates. To identify how exposure to US portfolio flows affects firms' financing and real behaviors, I study how firms respond to large natural disasters and industrial accidents in their home countries. I find that in the year after the disasters, firms with higher exposure to US cross-border flows are less likely to tap capital markets and tend to cut their investing and hiring at higher rates. The cuts in firms' real behaviors are driven by firms that had higher leverage prior to the disasters. I show that during the natural disaster years, non-US firms that are more sensitive to US portfolio flows earns lower stock returns during the months in which US portfolio investors exit their country's capital market (-2.451%, t=-2.870) and not vice versa (0.674%, t=1.483), as would be expected if non-local investors taking their money elsewhere could potentially spill over to the real economy.
The results are surprising because all the firms in my sample are publicly listed, have liquid stock returns, and over 80% of the companies in my sample report no US sales over the sample period. So why 3 Ramadorai, 2008; Ferreira and Matos, 2008; Jotikasthira, Lunbald, and Ramadorai, 2012) ; what is new to this study, is the insight that bearing exposure to ebbs and flows in non-local investors' willingness to provide capital to a local economy can have real effects on firms' corporate activities.
I find that non-US firms' exposure to US portfolio flows strongly influences firms' capital-raising and real decisions, but in different directions (Table 2) . I estimate that for the firms in my sample, a one standard deviation increase in non-US firms' sensitivity to US cross-border flows is associated with an increase the probability of issuing a stock or a bond of 3.01% and 3.08%, respectively. To place that in perspective, the unconditional probability that a firm in my sample issues a stock or a bond is 8.7% and 4.8%, respectively. When I examine the association between firms' exposure and their investment (the sum of capital expenditure and research development expense, relative to lagged total assets) and employment growth (the natural log of total employees, relative to lagged total employees), I find the complete opposite.
I estimate that a one standard deviation increase in non-US firms' sensitivity to US portfolio flows is associated with a reduction in firms' investment and employment growth of -0.348% (t=-6.70) and -0.515%
(t=-3.24), respectively. For the typical firm in my sample, the reductions in investment and employment growth equal cuts of -10.545 and -57.227 percentage points relative to their medians. I show that the capitalraising and real business behaviors are robust to controlling for investment opportunities, real GDP growth, and stock market to GDP ratios, and can be found among firms that report no US sales over the sample period, suggesting that results are not driven by drastic differences in economic and financial development or firms' specific US economic connections. To my knowledge, these findings are new to the literature.
While the above results are illustrative, they are not causal. To identify how non-US firms' exposure to US portfolio flows affects firms' financing and real behaviors, I focus on periods when firms' sensitivity to their adjustment costs would rise, but the capital supplied by non-local portfolio investors would not. Specifically, from 1990 to 2013, I create a panel of large natural disasters and industrial accidents (i.e., disasters that have killed at least 100 people) for each country-year. I focus on the disasters because the real options literature shows that uncertainty can lead firms to become more sensitive to their adjustment 4 costs (Bernanke, 1983; McDonald and Siegel, 1986) , and as mentioned above, non-US firms that are more sensitive to US cross-border flows tend to have poor stock market performance when uncertainty increases.
Following this intuition, I use the disasters as exogenous, random, local uncertainty shocks to test whether differences in non-US firms' exposure to US portfolio flows lead to differences in firms' capital raising (likelihood of issuing stocks and bonds), investment, employment, and stock return performance.
My hypothesis, that non-US firms' exposure to US portfolio flows can intensify firms' financing frictions, has three main predictions, all of which I find to be supported in the data. First, non-US firms that have higher exposure to US flows are more likely to issue stocks and bonds. Yet, after large disasters occur, they do the opposite (Table 3) . Using a panel of public firms' seasoned stock issuances, I estimate the effect of exposure to US cross-border flows on the likelihood that non-US firms issue stocks in response to the large disasters. I also do the same with firms' bond issuances. I find that firms with higher sensitivity to US flows are significantly less likely to issue stocks the year after large natural disasters, and not the year before. I find a similar pattern when I examine the timing of firms' stock and bond issuances around large industrial accidents. The results are surprising because all the firms in my sample are publicly listed, and the firms that are more sensitive to US cross-border flows are only less likely to issue stocks and bonds after the disasters, and not before. While firms can avoid capital markets for many reasons, the distinct patterns in firms' stock and bond issuances suggests that differences in firms' exposure to cross-border portfolio flows can lead to differences in how firms raise capital in response to large disasters.
Second, if non-US firms' sensitivity to US portfolio flows intensifies financing frictions in firms'
real corporate decisions, we would expect non-US firms with higher exposure to US cross-border flows to cut their real business activities at higher rates. To test this hypothesis, I use firm-fixed effects and compare whether differences in exposure lead to differences in firms' total investment and employment growth (Table 4) . Consistent with my hypothesis, I find that non-US firms with higher exposure to US flows cut their total investment at higher rates after natural disasters (-0.18%, t-stat=-2.36) and reduce their employment growth at higher rates after industrial disasters (-1.43%, t-stat= -2.52). Because leverage can increase the likelihood that firms face the costs associated with financial destress, we would expect firms with higher leverage to find increased financing frictions more challenging. To test this hypothesis, I group firms by their leverage relative to their country-medians the year prior to the disasters. Consistent with non-US firms' exposure amplifying firms' financing frictions, I find that the drops in investment and employment are driven by firms that have higher leverage prior to the disasters (Table 4 , Panel B).
Third, I find that, during disaster years, the relation between non-US firms' exposure to US crossborder flows and firms' stock returns can grow asymmetric. Using monthly stock returns, I estimate firm- level Fama MacBeth (1973) regressions (Table 5 ). The data show that during large natural disaster years, non-US firms with higher sensitivity to US cross-border flows earn lower returns during the months in which US portfolio investors are net sellers of their country's stocks and bonds, but not vice versa. These results are not explained by differences in firms' stock-return liquidity, volatility, or other standard return characteristics. When I examine industrial accidents, I find no significant association between non-US firms' exposure to US portfolio flows and firms' stock returns during the disaster years, even when I condition the sample on months in which US portfolio investors are net buyers or sellers of a country's stocks and bonds. While the industrial disasters results do not support my hypothesis, the natural disaster findings suggest that during disaster periods, non-local investors taking their money elsewhere can have an asymmetric effect on firms' stock performance.
All in all, my findings show how non-US firms' exposure to US portfolio flows can intensify firms' financing frictions during disaster periods. I perform placebo tests to show that non-US firms' exposure to US flows does not randomly lead firms to avoid capital markets or further reduce their investing and hiring (Table 6 ). The placebo results suggest that, as non-US firms respond to disasters, firms' exposure to US cross-border flows can influence their capital-raising and real business decisions.
My paper presents a unique contribution to the literature. In addition to documenting how sensitivity to cross-border flows relates to firms' real behaviors, I identify a distinct setting to study how exposure to foreign financial flows affects firms' capital raising and show how these amplified financing 6 frictions lead to patterns in firms' investment and hiring behaviors. Across multiple forms of capital-raising, real behaviors, and different disasters treatments, I show that firms around the world behave as if their exposure to non-local portfolio flows can intensify their financing frictions. I add to an extensive literature that examines how capital flows can spillover to the real economy (Forbes, 2007; Alfaro, Chari, and Kanczuk, 2017; Obstfeld and Taylor, 2017 ) and a growing literature that explores how disasters impact economies at the microeconomic level (Bloom and Davis, 2013; Cavallo, Cavallo, and Rigobon, 2014) .
The rest of the paper proceeds as follows: Section 2 describes the data and methodology I use to measure non-US firms' exposure to US portfolio flows. Section 3 presents my empirical design. Section 4 presents my main findings on firms' capital-raising, investment, and employment behaviors. Section 5 examines robustness checks. I conclude in Section 6.
Section 2. Data and Methodology
This paper relies on data from five main sources: The Treasury International Capital Reporting System (TIC) survey conducted by the US Department of Treasury and the US Federal Reserve Board to measure US portfolio flows; the Center for Research on the Epidemiology of Disasters (CRED) to identify natural disasters and industrial accidents; Worldscope and Datastream to measure accounting and return data; SDC to identify firm-level stock and bond issuance; and the World Bank to measure macroeconomic conditions. In this section, I describe these data sources and provide summary characteristics in Table 1 .
Further details on all the variables are provided in the data appendix.
Section 2.1 US portfolio flows data I follow the methodology described in Hau and Rey (2004) to measure US portfolio flows to foreign countries. I collect US investors' monthly stock and debt flows from January 1990 to December 2013 from the TIC database. The data are from a publicly available, legally required, and strictly enforced survey.
Respondents report total purchases and sales of non-domestic stocks and bonds that occurred during the "Y") listing as identified by Datastream. I remove all over-the-counter stocks (EXNAME, "OTC") and require stocks to be identified as equities, ADRs, or GDRs (Type: "EQ," "ADR," "GDR"). The final sample contains 257,016 firm-year observations that report total assets, are matched to firms' sensitivity to US portfolio flows (i.e., USFlowBetas), and have liquid stock returns; I detail how I measure both sensitivity and liquidity in the paragraph below. The largest countries in my sample (by firm-years) are Japan (60,526), the United Kingdom (17,159), and India (16,106); the countries in my sample with the smallest amount of firm-years are Brazil (23), South Africa (81), and the Russian Federation (118).
To measure USFlowBetai,j,t, the sensitivity of firm i in country j in year t to US portfolio flows, I
regress each firms' monthly excess returns on US investors' monthly country-level portfolio flows.
Specifically, I estimate the following regression model:
Ri,j,t -Rft = ai + BUSFlow→J,t USFlow→J,t + ei,t (Eq 1) where Ri,j,t is the monthly return on firm i while USFlow→J,t is the US portfolio flow to country j, in month t, respectively. USFlowBetai,j,t are estimated using rolling 5-year (60 month) windows. The risk-free rate is the three-month US Treasury Bill downloaded via Ken French's website. Firms are required to have at least 12 non-missing monthly stock return observations. Following Ince and Porter (2006) , monthly returns are set to missing when they exceed 200% and are reversed. To minimize the effect of outliers, all USFlowBetas are winsorized at the 1% level. To avoid a look-ahead bias, USFlowBetas are measured in July of year t and matched with accounting data of fiscal year t+1. To account for stale prices, I apply the zero-return (LOT) approach of Lesmond, Ogden, and Trzcinka (1999) to firms' local-currency weekly returns, and require that firms' stock be liquid, that is, the stock traded for at least 30% the previous year. Across the firms in my sample, the mean and median USFlowBetas are 0.475 and 0.212, respectively. The countrymedian of the USFlowBetas range from -0.600 for China to 1.107 for Canada. I create NaturalJ,t, which takes a value of 1 during the year in which country j experiences natural disasters that have killed at least 100 people. I label firm-years in which a firm is in a country that experiences a large natural disaster as a "treated" natural-disaster year. For my sample, the average value of NaturalJ,t is 41.8%, meaning that roughly two out of five firm-years in my sample are "treated" large natural-disaster years. For the industrial disasters, I repeat the previous steps outlined above. The mean and median deaths due to industrial disasters are 118 and 14 people, respectively. As before, I define IndustrialJ,t as taking a value of 1 for years in which country j has at least 100 deaths due to industrial accidents. For the firms in my sample, the average value of IndustrialJ,t is 19.1%, indicating that roughly one out of five firm-years in my sample are "treated" large industrial-disaster years.
Stock and bond issuance data
I collect secondary stock offerings and new debt issuance data from January of 1990 to December 2013 from the SDC Platinum database provided by Thomson Reuters. I match firms' stock and bond issuances to the balance sheet data from Worldscope by the ultimate parent's CUSIP, SEDOL, and ISIN. I match firms' issuances at the ultimate parent-level to account for firms' potential capital raising through offshore subsidiaries (see Bruno and Shin, 2017 I define SEOi,j,t as taking a value of 1 for firms i's stock-issuance year; SEO has an average value of 8.7%, meaning that the unconditional probability that the firms in my sample issue a stock is roughly one out of ten. My sample has 12,343 new-debt-issuance years; NewDebti,j,t, which takes a value of 1 for firm i's bond-issuance years, has an average value of 4.8%, indicating that the unconditional probability that the firms in my sample issue a bond nearly one out of twenty.
Section 2.5 Economic and financial development data
As measures of macroeconomic and financial development, I obtain real GDP growth and the ratio of each country's stock market capitalization to GDP from the World Bank. The GDP growth data are in USD year 2005 constant dollars.
Section 3. Empirical Design
The main goal of this paper is to identify how non-US firms' sensitivity to US portfolio flows affects firms' behavior. My hypothesis is that non-US firms' sensitivity to US cross-border flows can impact firms' financing frictions. As discussed earlier, non-US firms that are sensitive to US flows tend to have poorer stock price performance when US investors reduce the capital that they supply to the firms' local market, and better stock price performance when US investors do the opposite (Appendix Table A .1).
Motivated by this idea, my first set of tests examine whether firms' exposure to portfolio flows influences firms' financing and real business decisions.
The capital-raising dependent variables of interest are SEOi,j,t and NewDebti,j,t,, the indicator variables for firms' stock and bond issuances, respectively. The real behaviors that I focus on are firms' investment, defined as the sum of firms' CAPEX and R&D expense scaled by lagged total assets, and firms' employment growth, defined as the natural log of firms' total employees scaled by lagged total employees.
To examine whether non-US firms' sensitivity to US cross-border flows impacts firms' behavior, I estimate forms of the following panel regression:
Outcomei,j,t = a +B1*USFlowBetai,j,t-1 +B2* USFlow→J,t-1 + Xi,j,t +bi/j,k +ct +ej,t (Eq 2)
where the dependent variable is the capital-raising and real behavior of firm i in country j in year t. Here USFlow→J,t identifies the annual portfolio flows from investors in the United States to country j in year t;
USFlowBetai,j,t-1 is previously defined. Xi,j,t denotes time-varying control variables that I specify below. All the issuance regression models include country, industry, and year-fixed effects; the investment and employment models include firm and year-fixed effects denoted by the variables b and c, respectively. All standard errors are clustered by country-year.
To account for time-varying firm and market-level characteristics that can also affect firms' capitalraising behavior, I include the following control variables: Qi,j,t-1, Cashflowi,j,t-1, the natural log of firms' total assets in USD millions (lnTAi,j,t-1), the natural log of firms' age (lnFirmAgei,j,t), Leveragei,j,t-1, GdpGrowthj,t-1, and MktCapGdpj,t-1, all of which are lagged by one year to reduce endogeneity and are defined in the data appendix. The controls are intended to reflect a robust set of variables that have been shown to impact firms' access to capital markets (see Parsons and Titman, 2008) .
The main coefficient of interest in Equation (2) is B1, the estimated coefficient on the USFlowBetas, the exposure of firm i to US flows to country j in year t. My second set of tests exploits the disaster events, detailed earlier, to identify whether differences in non-US firms' sensitivity to US cross-border flows lead to differences in how firms behave. Specifically, I test whether differences in USFlowBetas affect how firms in disaster "treated" countries respond to disaster events:
Outcomei,j,t = a +C1,2,3*DisasterJ,t-1,t,+1*USFlowBetai,j,t-1 +C4,5,6*DisasterJ,t-1,t,t+1 (Eq 3) +C7*USFlowBetai,j,t-1 +C8*USFlow→J,t-1 + Xi,j,t +bi/j,k +ct +ej,t where the dependent variable is the capital-raising and real behavior of firm i in country j in year t. DisasterJ,t identifies "treated" firm years, and all other variables are previously defined. Equation (3) adds the DisasterJ,t and pre-and post-DisasterJ,t indicators and their interaction with USFlowBetai,j,t-1 to the model estimated in Equation (2). I use the DisasterJ,t and IndustrialJ,t events as alternative treatments. As before, all the regression models include country, industry, or firm effects and year-fixed effects; all standard errors are clustered by country-year.
The main coefficients of interest in Equation (3) are C1, C2,, C3, the estimated coefficients on the pre-, current, and post-DisasterJ,t*USFlowBetai,j,t-1 interaction variables. Since the baseline regressions include country, industry, or firm effects and year-fixed effects the estimated coefficients on C1, C2,, C3, can be interpreted as identifying whether firms with higher sensitivity to US cross-border flows behave 13 differently when large disasters occur. Within this experimental framework, my hypothesis predicts that as sensitivity to foreign flows temporarily intensifies firms' financing frictions, the estimated coefficients on C2 and, C3 will be negative, that is, firms with high USFlowBetai,j,t-1 will be less likely to raise capital, and reduce their real business activities at higher rates. The estimated coefficient on C1 can be interpreted as identifying how firms with higher USFlowBetas behaved prior to the disaster periods. For example, an estimated coefficient on C1 that is not distinguishable from zero would suggest that firms with higher exposure to US flows follow parallel trends before the disasters periods, and a negative (positive) estimated coefficient would indicate that the firms' engaged in higher (lower) levels of the capital raising, investing, or hiring, prior to the disasters.
Section 4. Empirical Findings
Section 4.1 Does exposure to US portfolio flows influence how firms around the world behave? Table 2 reports the estimated coefficients for Equation (2). Columns (1, 2) and (3, 4) report probit regressions for firms' stock and bond issuances; Columns (5, 6) and (7, 8) report OLS regression results for firms' investment and employment growth; Columns (2, 4, 6, 8) restricts the sample to firms that report no geographic exposure to the United States. All the models include the time-varying controls, effects at the country, industry, or firm-level, and year-fixed effects. All standard errors are clustered by country-year.
The table shows that firms that are more sensitive to US portfolio flows are more likely to issue stocks and bonds and display lower investment and employment growth rates. First, in each capital-raising equation, the estimated coefficient on the USFlowBeta terms is significantly positive. Taking the standard deviation of USFlowBetai,j,t (1.392) from Table 1 , the economic magnitude of the relation between firms' sensitivity to portfolio flows and issuance is large. The coefficient estimates in Columns (1, 3) imply that a one standard deviation increase in USFlowBetai,j,t (1.392) is associated with an increase the probability that a firms issues a stock (0.0216) or a bond (0.022) by (0.0216)*(1.392)=3.06 and (0.022)*(1.392)=3.08
percentage points, respectively. These are large increases when compared to the unconditional probability that a firm in my sample issues a stock (8.7%) or a bond (4.8%).
Second, for each of the investment and employment equations, the estimated coefficient on the USFlowBeta term is negative and significant. The coefficient estimates in Columns (5,7) imply that, all else equal, a one standard deviation increase in USFlowBetai,j,t (1.392) is associated with firms reducing their total investment (-0.0017) and employment growth (-0.0020) by (-0.0017)*(1.392) = -0.2367 and (-0.0020)*(1.392) = -0.2748 percentage points, respectively. The reductions in investment and employment are large when compared to the median total investment rate and employment growth for the firms my sample, which are 3.3% and 0.9%, respectively.
One alternative explanation for the associations might be that firms with higher USFlowBetai,j,t have better access to US capital markets. Under this explanation, the relations might be driven by differences in firms' sales to the United States (as in, Kang and Stulz, 1997) or by general differences in firms' US operations. To test this idea, I construct the "No US Sales" sample; I search through firms' geographic segments as reported to Worldscope to identify firms that have reported any exposure to "the Americas", "the States", "North America", or "the United States" over the sample period. I do this because firms do not consistently provide a geographic breakdown of their US sales and operations. Among the "No US Sales" sample, I find that all the relations maintain their economic and statistical significance (Columns 2, 4, 6, 8) , suggesting that the results are not driven by a US operations channel, as identified by firms' reported foreign operations.
One potential explanation for the capital-raising and real behavior results might be that differences in the limits that firms place on foreign investors influence firms' financing and investing decisions. These limits could be explicit, in the sense of firms' foreign ownership structure, or implicit, in terms of firms' stock return volatility. To address this concern, in untabulated results, I augment the models estimated in Table 2 with firms' lagged foreign free-float, as reported to Worldscope, and firms' lagged stock return volatility estimated using weekly returns in USD over the previous calendar year. Within this reduced sample, I find that exposure's positive relation with firms' stock issuance and negative relations with firms' real behaviors also holds, suggesting that differences in firms' limits on foreign investors as identified by these proxies do not entirely drive the findings.
Overall, the findings in Table 2 suggest that non-US firms with higher sensitivity to US portfolio flows are more likely to sell stocks and bonds and display lower investment and employment growth rates.
Given that the results control for differences in firms' investment opportunities, macroeconomic and financial conditions, and US reported operations, firms' inclination to invest less and display lower employment growth rates are supportive of my hypothesis.
Section 4.2 Does exposure to US portfolio flows influence firms' capital raising when disasters strike?
In this section, I use the disasters to test whether differences in firms' exposure to US portfolio flows lead firms to raise capital differently in response to disaster events. As discussed in Section 3, I apply Equation (3) to firms' capital-raising behaviors. The capital-raising dependent variables of interest are the indicator variables for firms' stock and bond issuance years. Within this empirical framework, my hypothesis predicts that if exposure to US flows intensifies firms' financing frictions, firms with higher sensitivity to US flows will be less likely to sell stocks and bonds. Table 3 reports the probit regression results of Equation (3). As before, each column labels the issuance outcome of interest; Columns (1, 2, 3, 4) report treatments using natural disasters; Columns (5, 6, 7, 8) report treatments using industrial disasters; Columns (1, 3, 5, 7) report results for the full sample;
Columns (2, 4, 6, 8) restricts the sample to firms that report no geographic exposure to the United States.
All the models include the time-varying controls, and country, industry, and year-fixed effects; all standard errors are clustered by country-year.
The table shows that after large disasters strike, firms that are more sensitive to US portfolio flows are less likely to tap capital markets. First, the estimated coefficient on the post-DisasterJ,t* USFlowBetai,j,t interactions terms are significantly negative in the three out of four the stock equations (Columns 1, 2, 6) and two out of four of the bond equations (Columns 7, 8) . The estimated coefficients in Column (1) imply that in the year that follows a large natural disaster, a one standard deviation increase in USFlowBetai,j,t (1.392) reduces the probability that the firms issue stocks (-0.0536) by (-0.0536)*(1.392)= -7.46 percentage points. Second, for the industrial disasters treatments, the estimated coefficients on the post-DisasterJ,t* USFlowBetai,j,t interaction variables are significantly negative in three out of for equations (Columns 6, 7, 8) , indicating that firms that have higher exposure to US flows are less likely to tap capital markets following large industrial disasters. In Columns (6, 8), the coefficient estimates on the post-DisasterJ,t* USFlowBetai,j,t interaction term imply that after a large industrial disaster, a one standard deviation increase in USFlowBetai,j,t (1.392) leads to a reduction in the probability that firms issue stocks (-0.0824) or bonds (-0.0618) by (-0.0824)*(1.392)= -11.47 and (-0.0618)*(1.392)=-8.60 percentage points, respectively.
Figures 2 and 3 plot the estimates and the 95% confidence intervals of the DisasterJ,t* USFlowBetai,j,t interaction terms for the capital raising equations estimated in Columns (2, 4) and Columns (6, 8), respectively. The samples are the firms that report no geographic exposure to the United States. The plots show that across the two treatments, non-US firms that were more sensitive to US portfolio flows were less likely to tap capital markets after the disasters, and not before. The stock-issuance results suggest that non-US firms that are more sensitive to US flows followed parallel trends before the disaster, and exhibited drastically different capital-raising behavior afterwards (Columns 2, 6). The bond equations show that firms with higher exposure to US flows were more likely to sell bonds prior to the industrial disasters, but afterwards the opposite is true (Columns 4, 8).
Collectively, the findings in Table 3 highlights the effect of non-US firms' sensitivity to US crossborder flows on firms' capital-raising behaviors. While firms can avoid issuing stocks and bonds for many reasons, the distinct pattern in the timing of how non-US firms that are more sensitive to US flows are less likely to issue stocks and bonds in the year after disasters, and not the year before, support my hypothesis.
Across distinct forms of capital-raising and different types of disasters treatments, non-US firms behave as if exposure to US flows can amplify their financing frictions following disaster periods.
Section 4.3 Does exposure to US flows influence how firms invest and hire when disasters strike?
The approach in the previous section studied the association between firms' sensitivity to US portfolio flows and firms' capital-raising decisions. This section studies whether the financing frictions lead to systematic patterns in firms' real activities in response to large disasters. The dependent variables of interest are firms' investment and employment growth. As discussed previously, in this experiment, my hypothesis predicts that if exposure to US flows intensifies firms' financing frictions, firms with higher sensitivity to US flows will reduce their investment and employment at higher rates in response to the disasters. Table 4 reports the OLS panel regression results of Equation (3). As before, each column labels the real activity of interest; Columns (1, 2, 3, 4) report results using large natural disasters; Columns (5, 6, 7, 8) report industrial disasters treatments; Columns (2, 4, 6, 8) restricts the sample to firms that report no geographic exposure to the United States. All models contain firm and year-fixed effects; all standard errors are clustered by country-year. In this empirical specification, the identification comes from variation within firms' investment and employment behaviors, that is, coefficient estimates on DisasterJ,t*USFlowBetai,j,t capture how firms with higher sensitivity to US flows invest differently when large disasters occur.
The table shows that in the year after large disasters, firms with higher USFlowBetai,j,t reduce their real activities at higher rates. Interestingly, the different disasters types seem to have different effects on firms' real behaviors. First, for firms' investment (Columns, 1, 2, 5, 6), the estimated coefficient for the post-DisasterJ,t*USFlowBetai,j,t interaction variable is significantly negative after natural disasters (Columns 1, 2) and not significantly different zero following industrial accidents (Columns 5, 6). The coefficient estimates in Column (2) suggest that during large natural disaster years, a one standard deviation increase in USFlowBetai,j,t (1.392) leads to firms reducing their total investment by (-0.0022)*(1.392)= -0.306 percentage points the year following. Second, for the employment models (Columns 3, 4, 7, 8) , the estimated coefficient for the post-DisasterJ,t*USFlowBetai,j,t interaction variable is only significantly negative following industrial accidents (Columns 7, 8) . The point estimates in Column (8) imply that during large industrial disaster years, an equal increase in USFlowBetai,j,t would lead to firms reducing their employment growth by (-0.0135)*(1.392)=-1.879 percentage points the year afterwards.
Figures 4 and 5 plot the point estimates and the 95% confidence intervals of DisasterJ,t *USFlowBetai,j,t interaction terms for the coefficients in Columns (2, 4) and (6, 8), respectively. As before, the samples are non-US firms that report no US sales. The coefficient plots indicate that non-US firms' sensitivity to US cross-border flows is strongly associated with firms reducing their real behaviors in response to the disasters. Surprisingly, the investment models show that the estimated coefficients on the pre-DisasterJ,t*USFlowBetai,j,t interaction variables are not distinguishable from zero (Columns 2, 6),
suggesting that in my sample, non-US firms' investment policies followed parallel trends before the disasters. Also of note, the employment equations show that the pre-DisasterJ,t*USFlowBetai,j,t interaction variables are significantly positive for the industrial disaster treatments (Column 8), indicating that the firms in my sample displayed higher employment growth before the disasters and adopted drastically different policies afterwards.
Altogether, I interpret the results as consistent with my hypothesis that exposure to US portfolio flows can amplify financing frictions in non-US firms' real behaviors. To further examine this point, I
exploit firms' financing policies the year prior to the disasters. I follow the standard approach of grouping firms by their lagged leverage, relative to their country-year medians. The main idea is that firms with higher leverage may face higher adjustment costs and therefore, be more adversely affected by increased financing frictions. Table 4 , Panel B presents the results. The table shows that when large natural disasters firms with higher sensitivity to US flows and higher leverage significantly reduce their investment and employment growth at higher rates (Columns 1, 3) and firms with lower leverage do not (Columns 2, 4).
Noticeably, I find a similar distinct pattern with higher leverage firms cutting their investment and employment at higher rates following large industrial accidents (Columns 5, 7) and low leverage firms not cutting their investment during these periods (Column 6). While these results support my hypothesis, I find that firms with lower leverage reduce their employment growth at higher rates following large industrial disasters (Column 8); the finding does not support my hypothesis.
Taken together, the investment and employment growth results support a main prediction of my hypothesis. Firms with higher sensitivity to US flows reduce their real behaviors at higher rates following large disasters, and the reductions seem particularly driven by firms that have higher leverage prior to the disaster periods. The findings suggest that sensitivity to US cross-border flows can intensify non-US firms' financing frictions when disasters strike.
Section 4.4 Does exposure to US flows influence firms stock returns when disasters strike?
The previous sections showed that non-US firms with higher sensitivity to US cross-border flows reduce their capital raising and real behaviors at higher rates during disaster periods. In this section, I
examine whether non-US firms' exposure to US portfolio flows impacts firms' stock returns the disaster years. Given the negative relations between firms' exposure to US flows and firms' financing and real behaviors during the disasters, we might expect the relation between firms' exposure and firms' stock returns to be negative during these periods as well. While there are many ways a negative relation may occur, the previous findings show that non-US firms' exposure earns a premium when US investors are net buyers of a country's stocks or bonds, and a discount when US investors are net sellers or after uncertainty increases (Appendix Ri,j,t -Rft = a + γ*USFlowBetai,j,t-1 + Xi,j,t + ei,t | DisasterJ,t (Eq 4) where Ri,j,t is the monthly return on firm i, USFlowBetas, and DisasterJ,t are all defined, previously. γ, the estimated coefficient on the USFlowBetas is the main variable of interest. Within this specification, if firms with higher exposure earn higher returns, the estimated coefficient would be positive. If the opposite holds and exposure is associated with lower returns, the estimated coefficient would be negative. In the event that non-US firms' exposure to US portfolio flows is not significantly associated with the cross-section of stock 20 returns, the estimated coefficient will not be distinguishable from zero. As before, to avoid a look-ahead bias, sensitivities and characteristics are matched with returns in July of year t; monthly returns are set to missing when they exceed 200% and are reversed; firms' stock is required to have traded for 30% of the previous year. The control variables include the natural log of firms' stock market capitalization, the natural log of firms' book-to-market ratio, momentum, short-run reversal, the zero-return measure of LOT, and the firms' stock return volatility measured using weekly returns in USD, all of which are defined in the data appendix. Collectively, the results in Table 5 Table 6 reports placebo tests intended to examine whether firms with higher sensitivity to US flows significantly raise less capital or reduce their investment and employment during random periods. The main idea is that if firms' exposure generally leads firms to avoid issuing stock and bonds and invest and hire differently, then we would expect to observe the behaviors that I document in this study during other random periods as well.
To test this hypothesis, I use the EM-DAT to reassign the deadly disasters across all country-years in the sample period. With the randomly assigned disasters, I retest the capital-raising, investment, and employment results. Columns (1, 2, 3, 4) examine firms' seasoned equity and new debt issuances; the equations repeat the models estimated in Table 3 , Columns (1, 2, 3, 4); Columns (5, 6, 7, 8) examine investment and employment growth; the equations repeat the models estimated in Table 4 , Panel A, Columns (1, 2, 3, 4). As before, the issuance regressions include country, industry, and year-fixed effects; the investment and employment regressions include firm and year-fixed effects; all standard errors are clustered by country-year.
The table shows that during the random periods, firms' sensitivity to US flows does not intensify firms financing frictions. Using the placebo treatments, I find no significant association between firms' exposure to US flows and firms' capital-raising, investment, or employment behaviors during the random treatment years.
On the whole, the placebo tests show that during random periods, exposure to US flows is not 22 associated with firms raising capital differently or investing and hiring differently. The results suggest that the documented behaviors are in response to the large natural disasters and industrial accidents. and real outcome results hold. Surprisingly, I find that in the year after large natural and industrial disasters, non-US firms with higher sensitivity to US portfolio flows are less likely to issue stocks and bonds. For the real outcomes, I find no significant association between firms' exposure to US portfolio flows and firms' investment around natural disasters; however, I find that firms' sensitivity to US flows is significantly associated with firms reducing their employment growth when natural disasters occur, and firms' sensitivity is significantly associated with firms cutting their investment and employment growth at higher rates during industrial disaster years or the year after, suggesting that differences in non-US firms' limits on foreign investment as measured by my proxies do not fully drive the disaster results.
Section 5. Conclusion
From 1990 to 2013, US portfolio flows to foreign stocks and bonds nearly quadrupled. In this paper,
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I showed that firms outside of the United States with stock returns that are more sensitive to these portfolio flows are more likely to tap capital markets and tend to display lower investment and employment growth rates. Using large natural disasters and industrial accidents to identify bad shocks across countries, I
documented that when disasters strike, firms that are more sensitive to US cross-border flows were less likely to tap capital markets and reduced their investment and hiring at higher rates. Consistent with capital flight spilling over to the real economy, I found that during large natural disaster years, non-US firms with higher sensitivity to US flows earn significantly lower stock returns during the months in which US investors take their money elsewhere, and not vice versa.
Across multiple disaster treatments, and various forms of firms' capital-raising and real corporate activities, I found that firms' sensitivity to cross-border flows bring an additional challenge for firms to manage. This paper contributes to a deep literature that studies how cross-border flows can impact firms in local economies (Forbes, 2007; Alfaro, Chari, and Kanczuk, 2017; Obstfeld and Taylor, 2017) . For each of the 44 countries in the sample, I report firm-level and country-level summary statistics from 1990 to 2013. Panel A reports summary statistics across all countries and years; Panel B reports summary statistics by country. USFlowBetai,j,t reports the estimated sensitivity of a firm's monthly stock return to monthly USFlowUS→J, the sum of US investors' monthly stock and debt flows scaled by the sum of gross international stock and debt transaction between investors in the United States and country j in month t. USFlowBetai,j,t are estimated using rolling 5-year (60 month) windows. Firms are required to have at least 12 non-missing monthly stock return observations. Monthly returns are set to missing when they exceed 200% and are reversed. I require firms to have total assets, price-to-book, and year-end stock market capitalization data available the previous year. Using weekly local-currency returns, a firm's stock is required to have traded at 30% of the previous year. To avoid a lookahead bias, sensitivities are measured in July of year t and matched with accounting data of fiscal year t+1. All stocks are required to be the primary and major listing for each firm as identified by Datastream. USFlowJ,t reports US investors' annual cumulative stock and debt flows to country j for year t. All other variables are defined in the data appendix. Firm-year-observations reports the number of firm-years for which total assets and flow sensitivities are available. All firm accounting data are in USD and downloaded via Worldscope; all stock and bond issuance data are from SDC; all accounting variables are winsorized at the 1% and 99% level. This table presents results from probit and OLS regression of the relation between firms' capital-raising, investment and employment behaviors and firms' sensitivity to US portfolio flows, defined as firms' beta to US flows, from 1990 to 2013. Using firm-level issuances, capital expenditure (CAPEX), research and development expense (RD), and firms' total employees (EMPLY), I estimate forms of the following regression:
, , , = + USFlowBeta , , + USFlow → , + X , , + / , + + , the dependent variable is the issuance, investment, or employment outcome of firm i in country j in industry k in year t. USFlowBetai,j,t is the sensitivity of firm i's monthly stock returns to US investors' monthly portfolio flows to country j at time t. USFlowUS→J,t is the annual total portfolio flow from US investors to country j at time t. I examine the following behaviors: (1) SEO, identifies firms' secondary stock issuanceyear; (2) NewDebt, identifies firms' bond issuance-year; (3) total investment, the ratio of CAPEX+RD relative to lagged total assets; (4) employment growth, the natural log of the ratio of EMPLY scaled by lagged EMPLY. I set CAPEX and RD equal to zero when missing. All other variables are defined in the data appendix. Columns 1, 2, 3, 4 report probit regressions; Columns 5, 6, 7, 8 report OLS panel regressions. Sample labels the firm samples. "No US Sales" identifies firms that do not report any geographic segment exposure to the "United States", "North America", or "the Americas" in their geographic segment data as reported to Worldscope at any time over the sample period. Firms are required to have liquid stock returns, defined using the Lesmond, Ogden, Trzcinka (1999) measure applied to weekly local-currency returns; firms' stock is required to have traded at 30% of the previous year. All flows data are downloaded from the U.S. TIC database. All firm-level returns are obtained from Datastream. All accounting data are in USD and downloaded from Worldscope. All issuance data are obtained from SDC and matched at the ultimate-parent level. All macro-economic data are obtained from the World Bank. All issuance models include country, industry, and year-fixed effects; the investment and employment models include firm and year-fixed effects. All flow-betas, total flows, and firms-level accounting data are winsorized at the 1% level. All standard errors are clustered by country and year. ***,**,* denote significance at the 1%, 5%, and 10% level, respectively. the dependent variable is the issuance outcome of firm i in country j in industry k in year t. DisasterJ,t labels country-years in which disasters in country j have resulted in at least 100 deaths. Natural labels natural disaster treatment years; Industrial labels industrial disasters treatment years. Disasters are collected from the EM-DAT provided by the Centre for Research on the Epidemiology of Disasters/OFDA International Disaster Database website, produced by Université Catholique de Louvain, Brussels, Belgium. As before, USFlowBetai,j,t is the sensitivity of firm i's monthly stock returns to US investors' monthly portfolio flows to country j at time t. USFlowUS→J,t is the annual total portfolio flow from US investors to country j at time t. I examine the following behaviors: (1) SEO, identifies firms' secondary stock issuance-year; (2) NewDebt, identifies firms' bond issuance-year. Sample labels the firm samples. "No US Sales" identifies firms that do not report any geographic segment exposure to the "United States", "North America", or "the Americas" in their geographic segment data as reported to Worldscope at any time over the sample period. As before, firms are required to have liquid stock returns, defined using the Lesmond, Ogden, Trzcinka (1999) measure applied to weekly local-currency returns; firms' stock is required to have traded at 30% of the previous year. All flows data are downloaded from the U.S. TIC database. All firm-level returns are obtained from Datastream. All accounting data are in USD and downloaded from Worldscope. All issuance data are obtained from SDC and matched at the ultimate-parent level. All macro-economic data are obtained from the World Bank. All issuance models include country, industry, and year-fixed effects. All flow-betas, total flows, and firms-level accounting data are winsorized at the 1% level. All standard errors are clustered by country and year. ***,**,* denote significance at the 1%, 5%, and 10% level, respectively. Table 4 . Does exposure to US portfolio flows influence non-US firms' investment and employment when disasters strike?
This table presents probit regression results of the relation between the firms' capital-raising around disasters and firms' sensitivity to US portfolio flows, defined as firms' beta to US flows, from 1990 to 2013. Using firm-level issuances, I estimate forms of the following regression:
, , , = + , , , * USFlowBeta , , + , , , + USFlowBeta , , + USFlow → , +X , , + / , + + , the dependent variable is the issuance outcome of firm i in country j in industry k in year t. DisasterJ,t labels country-years in which disasters in country j have resulted in at least 100 deaths. Natural labels natural disaster treatment years; Industrial labels industrial disasters treatment years. Disasters are collected from the EM-DAT provided by the Centre for Research on the Epidemiology of Disasters/OFDA International Disaster Database website, produced by Université Catholique de Louvain, Brussels, Belgium. As before, USFlowBetai,j,t is the sensitivity of firm i's monthly stock returns to US investors' monthly portfolio flows to country j at time t. USFlowUS→J,t is the annual total portfolio flow from US investors to country j at time t. I examine the following behaviors: (1) total investment, the ratio of CAPEX+RD relative to lagged total assets; (2) employment growth, the natural log of the ratio of EMPLY scaled by lagged EMPLY. I set CAPEX and RD equal to zero when missing. Sample labels the firm samples. Panel A reports results for all firms; "No US Sales" identifies firms that do not report any geographic segment exposure to the "United States", "North America", or "the Americas" in their geographic segment data as reported to Worldscope at any time over the sample period. Panel B groups firms by their lagged leverage relative to their country-year medians: "High Lev" identifies firms with lagged leverage about their country-year median; "Low Lev" identifies firms that are below the country-year median. As before, firms are required to have liquid stock returns, defined using the Lesmond, Ogden, Trzcinka (1999) measure applied to weekly local-currency returns; firms' stock is required to have traded at 30% of the previous year. All flows data are downloaded from the U.S. TIC database. All firm-level returns are obtained from Datastream. All accounting data are in USD and downloaded from Worldscope. All issuance data are obtained from SDC and matched at the ultimate-parent level. All macro-economic data are obtained from the World Bank. All issuance models include country, industry, and year-fixed effects; all investment and employment models include firm and year-fixed effects. All flow-betas, total flows, and firms-level accounting data are winsorized at the 1% level. All standard errors are clustered by country and year. ***,**,* denote significance at the 1%, 5%, and 10% level, respectively. Table 5 . Does exposure to US portfolio flows influence non-US firms' costs of capital when disasters occur?
The table presents Fama MacBeth (1973) regression results of the relation between monthly stock returns and sensitivity to US investors' portfolio flows on stock returns conditional on natural disasters and industrial accident years as a proxy for uncertainty shocks from 1991 to 2013. Using firm-level stock returns from the countries in the sample, I estimate the following regression:
Ri,j,t -Rf,t = a + USFlowBetai,j,t-1 + c*Xi,t-1 + ei,t | (DisasterJ,t) the dependent variable is the excess returns of firm i in country j in month t. DisasterJ,t labels country-years in which disasters in country j have resulted in at least 100 deaths. Natural labels natural disaster treatment years; Industrial labels industrial disasters treatment years. Disasters are collected from the EM-DAT provided by the Centre for Research on the Epidemiology of Disasters/OFDA International Disaster Database website, produced by Université Catholique de Louvain, Brussels, Belgium. As before, USFlowBetai,j,t is the sensitivity of firm i's monthly stock returns to US investors' monthly portfolio flows to country j at time t. Columns labelled full sample report findings for the all country-months. Columns labelled US BuysJ,t identify country-month observations in which US portfolio flows to country j are positive, i.e. US investors are net buyers; Columns labelled US SellJ,t do the same for country-month observations in which US investors are net sellers. As before, Xi,t-1 labels the control variables for firm i at time t-1. Firms are required to have at least 12 non-missing monthly stock return observations. Monthly returns are set to missing when they exceed 200% and are reversed. Using weekly local-currency returns, a firm's stock is required to have traded at 30% of the previous year. All stocks are required to be the primary and major listing for each firm and downloaded via Datastream; all accounting data are downloaded via Worldscope. Firm-level returns, characteristics, and volatility are calculated in USD; the zero return measure is calculated using local-currency returns. To avoid a look-ahead bias, sensitivities and characteristics are matched with returns in July of year t. All independent variables are previously defined and are winsorized at the 1% and 99% level. T-stats are reported parentheses. ***,**,** indicate significance at the 1%, 5%, and 10% level, respectively. the dependent variable is the issuance, investment, or employment outcome of firm i in country j in industry k in year t. PlaceboDisasterJ,t labels random country-years in which placebo-disaster treatments are identified. As before, USFlowBetai,j,t is the sensitivity of firm i's monthly stock returns to US investors' monthly portfolio flows to country j at time t. USFlowUS→J,t is the annual total portfolio flow from US investors to country j at time t. I examine the following behaviors: (1) total investment, the ratio of CAPEX+RD relative to lagged total assets; (2) employment growth, the natural log of the ratio of EMPLY scaled by lagged EMPLY. I set CAPEX and RD equal to zero when missing. As before, firms are required to have liquid stock returns, defined using the Lesmond, Ogden, Trzcinka (1999) measure applied to weekly local-currency returns; firms' stock is required to have traded at 30% of the previous year. All flows data are downloaded from the U.S. TIC database. All firm-level returns are obtained from Datastream. All accounting data are in USD and downloaded from Worldscope. All issuance data are obtained from SDC and matched at the ultimate-parent level. All macro-economic data are obtained from the World Bank. All issuance models include country, industry, and year-fixed effects; all investment and employment models include firm and year-fixed effects. All flow-betas, total flows, and firmslevel accounting data are winsorized at the 1% level. All standard errors are clustered by country and year. ***,**,* denote significance at the 1%, 5%, and 10% level, respectively. This figure plots coefficient estimates measuring the effect of non-US firms' exposure to US portfolio flows on the probability that firms issues stocks and bonds around large natural disasters. Estimates are from the probit panel regressions of Table 3 , Models (2) and (4). The sample are firms that report no US sales in their Worldscope geographic segments over the sample period. Plotted are the coefficient estimates of C1,2,3*DisasterJ,t-1,t,+1*USFlowBetai,j,t-1 and their 95% confidence intervals (from standard errors clustered by country-year). Using firm-level stock and bond issuance, I estimate the following regression:
Outcomei,j,k,t = a +C1,2,3*DisasterJ,t-1,t,+1*USFlowBetai,j,t-1 +C4,5,6*DisasterJ,t-1,t,t+1 +C7*USFlowBetai,j,t-1 +C8*USFlow→J,t-1 + Xi,j,t +bj,k +ct +ej,t where the dependent variable is the indicator variable for the stock or new debt issuance of firm i in country j in industry k in year t. Issuance are matched at the ultimate parent-level and obtained from SDC. USFlowBetas are the sensitivities of firms' monthly stock returns to US monthly portfolio flows. DisasterJ,t identifies country-years in which a country experiences natural disasters that have killed at least 100 people. USFlows labels the cumulative annual portfolio flows from US investors to country j, at time t. Natural disasters are obtained from the Centre for Research on the Epidemiology of Disasters. Xi,j,t labels control variables that are used in Table 3 , Models (2) and (4). This figure plots coefficient estimates measuring the effect of non-US firms' exposure to US portfolio flows on the probability that firms issues stocks and bonds around large natural disasters. Estimates are from the probit panel regressions of Table 3 , Models (6) and (8). The sample are firms that report no US sales in their Worldscope geographic segments over the sample period. Plotted are the coefficient estimates of C1,2,3*DisasterJ,t-1,t,+1*USFlowBetai,j,t-1 and their 95% confidence intervals (from standard errors clustered by country-year). Using firm-level stock and bond issuance, I estimate the following regression:
Outcomei,j,k,t = a +C1,2,3*DisasterJ,t-1,t,+1*USFlowBetai,j,t-1 +C4,5,6*DisasterJ,t-1,t,t+1 +C7*USFlowBetai,j,t-1 +C8*USFlow→J,t-1 + Xi,j,t + bj,k +ct +ej,t where the dependent variable is the indicator variable for the stock or new debt issuance of firm i in country j in industry k in year t. Issuance are matched at the ultimate parent-level and obtained from SDC. USFlowBetas are the sensitivities of firms' monthly stock returns to US monthly portfolio flows. DisasterJ,t identifies country-years in which a country experiences industrial disasters that have killed at least 100 people. USFlows labels the cumulative annual portfolio flows from US investors to country j, at time t. Industrial disasters are obtained from the Centre for Research on the Epidemiology of Disasters. Xi,j,t labels control variables that are used in Table 3 , Models (6) and (8). This figure plots coefficient estimates measuring the effect of non-US firms' exposure to US portfolio flows on the firms' investment and employment growth around large natural disasters. Estimates are from the OLS panel regressions of Table 4 , Panel A, Models (2) and (4). The sample are firms that report no US sales in their Worldscope geographic segments over the sample period. Plotted are the coefficient estimates of C1,2,3*DisasterJ,t-1,t,+1*USFlowBetai,j,t-1 and their 95% confidence intervals (from standard errors clustered by country-year). Using firm-level investment and employment, I estimate the following regression:
Real Outcomei,j,t = a +C1,2,3*DisasterJ,t-1,t,+1*USFlowBetai,j,t-1 +C4,5,6*DisasterJ,t-1,t,t+1 +C7*USFlowBetai,j,t-1 +C8*USFlow→J,t-1 + Xi,j,t +bi +ct +ej,t where the dependent variable is the total investment (CAPEX+RDX, scaled by lagged total assets), and employment growth (natural log of employees, scaled by lagged employees) of firm i in country j in year t. USFlowBetas are the sensitivities of firms' monthly stock returns to US monthly portfolio flows. DisasterJ,t identifies country-years in which a country experiences natural disasters that have killed at least 100 people. USFlows labels the cumulative annual portfolio flows from US investors to country j, at time t. Natural disasters are obtained from the Centre for Research on the Epidemiology of Disasters. Xi,j,t labels control variables that are used in Table 4 , Panel A, Models (2) and (4). This figure plots coefficient estimates measuring the effect of non-US firms' exposure to US portfolio flows on the firms' investment and employment growth around large natural disasters. Estimates are from the OLS panel regressions of Table 4 , Panel A, Models (6) and (8). The sample are firms that report no US sales in their Worldscope geographic segments over the sample period. Plotted are the coefficient estimates of C1,2,3*DisasterJ,t-1,t,+1*USFlowBetai,j,t-1 and their 95% confidence intervals (from standard errors clustered by country-year). Using firm-level investment and employment, I estimate the following regression:
Real Outcomei,j,t = a +C1,2,3*DisasterJ,t-1,t,+1*USFlowBetai,j,t-1 +C4,5,6*DisasterJ,t-1,t,t+1 +C7*USFlowBetai,j,t-1 +C8*USFlow→J,t-1 + Xi,j,t +bi +ct +ej,t where the dependent variable is the total investment (CAPEX+RDX, scaled by lagged total assets), and employment growth (natural log of employees, scaled by lagged employees) of firm i in country j in year t. USFlowBetas are the sensitivities of firms' monthly stock returns to US monthly portfolio flows. DisasterJ,t identifies country-years in which a country experiences industrial disasters that have killed at least 100 people. USFlows labels the cumulative annual portfolio flows from US investors to country j, at time t. Industrial disasters are obtained from the Centre for Research on the Epidemiology of Disasters. Xi,j,t labels control variables that are used in Table 4 , Panel A, Models (6) and (8). 
